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1 . CRUDE OIL ENTITLEMENT BENEFIT (AVERAGE BENEFIT PER 
BARREL RECEIVED BY US REFINERS) HAS DECLINED TO 
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DOLLAR 1.95 FOR FEBRUARY 1978 (MOST RECENT PUBLISHED DATA), 
COMPARED TO DOLLAR 2.76 IN FEBRUARY 1976. THIS REFLECTS 
INCREASING RELIANCE ON UNCONTROLLED OIL (IMPORTS, STRIPPER 
WELLS, ALASKA NORTH SLOPE, AND NAVAL PETROLEUM RESERVE). 

2. CONGRESSIONAL COMPROMISE ON NATURAL GAS PRICES WHICH WAS 
APPROVED BY CONFERENCE COMMITTEE THIS MONTH IS EXPECTED 
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TO COME UP FOR FLOOR VOTES IN SEPTEMBER. COMPROMISE 
PROVIDES FOR SUBSTANTIAL INCREASES IN THE VARIOUS CATEGOR- 
IES OF NATURAL GAS PRODUCTION. WELLHEAD PRICES FOR NEW 
GAS ARE KEYNOTE OF COMPROMISE. IN CONTRAST TO FORMER 
CEILING OF DOLLAR 1.48 PER THOUSAND CUBIC FEET (MCF), 
COMPROMISE PROVIDES PRICE OF DOLLAR 1.93 AS OF APRIL 1978. 

THIS IS TO ESCALATE AT A RATE EQUIVALENT TO THE GNP 
DEFLATOR PLUS 3.7 PERCENT THROUGH 1981, AND GNP DEFLATOR 
PLUS 4.2 PERCENT FROM THEN UNTIL DECONTROL IN JANUARY 1985. 

3. NATIONAL ENERGY PLAN (NEP) PROPOSES A THREE-PRONGED 
APPROACH TO ELIMINATING DIFFERENTIAL BETWEEN US AND WORLD 
PETROLEUM PRICES REFLECTED IN PARA (1): 

(A) PRICE OF NEWLY DISCOVERED OIL WOULD RISE OVER A 
THREE YEAR PERIOD TO CURRENT 1977 WORLD OIL PRICES 
ADJUSTED TO KEEP PACE WITH THE DOMESTIC PRICE LEVEL, AND 
THEREAFTER ADJUSTED FOR DOMESTIC INFLATION. THIS 
COMPONENT OF THE OIL PRICE PACKAGE IS DESIGNED PRIMARILY 
AS AN INCENTIVE TO FRONTIER OIL PRODUCTION. 

(B) PRESENT PRICE CEILINGS FOR DOMESTIC OIL (DOLLAR 5.44/ 

BBL FOR OLD OIL AND DOLLAR 12.15 FOR EXISTING "NEW" OIL 
PRODUCTION) WOULD RISE AT THE DOMESTIC RATE OF INFLATION. 

(C) ALL DOMESTIC OIL WOULD BECOME SUBJECT - IN THREE 
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STAGES OVER A THREE- YEAR PERIOD - AT THE WELLHEAD TO A 
CRUDE OIL EQUALIZATION TAX (COET) EQUAL TO THE DIFFERENCE 
BETWEEN ITS CONTROLLED PRICE AND THE WORLD PRICE. 

PROSPECTS FOR PASSAGE OF NEP OIL PRICE PACKAGE ARE 
UNCLEAR, SINCE THERE IS STRONG CONGRESSIONAL OPPOSITION 
TO PROPOSED COET. THE ADMINISTRATION IS PRESENTLY 
EXPLORING ALTERNATIVE MEASURES THE ADMINISTRATION MIGHT 
TAKE TO ACHIEVE THE OBJECTIVE OF EQUALIZING DOMESTIC 
AND WORLD CRUDE OIL PRICES IF THE RELEVANT PROVISIONS OF 
THE NEP ARE NOT APPROVED. VANCE 
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